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\:AR  food  iiDlIIKISTHATION 
Food  Distribution  Adnini strati on 
Washington  25,  D,  C. 

October  5,  1943 


To:  Regional  Directors  and  Chiefs  of  Regional  Fiscal  Divisions 

FroLi:  D,  J,  Harrill,  Chief,  Audit  and  Fiscal  Exanination  Division 

Subject:      Audit  and  Fiscal  Exaiaination  Division  Functional  ■  Chart  and 
'Washington — Regional  Relationships  iU-- ~— 

In  view  of  the  recent  approval  of  the  functional  chai-t  for  the  Audit  and  Fiscal 
Examination  Division  (see  copy  attached)  and  the  issuance  of  the  statement 
by  the  Director  entitled  "Washington — Regional  Relationships",  under  date  of 
Septenber  15,  1943,  comr^nts  with  respect  to  the  cl'art  are  presented  herewith 
for  your  information. 

Office  of  tjie  Chief 

To  formulate  policies  and  deterraine  procedures  for  the  audit  and  examination 
of  the  records  and  accounts  of  the  Finance  and  Accounts  Division  and  of  the 
regional  and  field  offices  of  the  FDA  and  the  FSCC  and  to  conduct  and  report 
on  all  such  audits  and  examinations  and  to  this  end  to  do  all  of  the  follovjing: 

To  conduct  special  fiscal  audits  of  cooperating  agencies; 
independently  or  on  rean.est  of  the  Chief  of  the  Finance 
and  Accounts  Division,  to  conduct  cost  studies  to  determine 
the  legality  of  making  payraents  of  public  funds  under  oblir- 
gations  connected  with  purchase,  diversion  or  other  programs; 
to  rev'.ew  nev;  fiscal  operational  methods  in  proposed  program  dockets, 
and  to  recomraend  any  desirable  changes  to  the  Chief  of  the  Finance 
and  Accounts  Division;  to  review  and,  where  appropriate,  to  recom- 
mend changes  in  existing  or  proposed  fiscal  accounting  systems  in 
the  Washington  and  Field  Accounting  Offices;  to  perform  the  above- 
outlined  functions  under  the  direction  of  the  Deputy  Director 
responsible  for  administrative  management  functions,  and  to  submit 
audit  reports  to  the  Director, 

Audit  Section 


To  audit  the  accounts  and  records  of  the  Washington  Finance  and  Accounts 
Division  and  to  malce  fiscal  exaiainations  of  its  procedures;  to  supervise 
the  audit  of  the  accounts  and  records  and  the  fiscal  exajrination  of  the 
procedures  of  FDA  field  offices;  to  conduct  cost  studies  to  deteraine  the 
legality  of  making  payments  of  public  funds  under  obligations  connected 
with  purchase,  diversion  or  of  er  programs;  under  the  direction  of  the 
Chief  of  the  Division,  to  prepare  written  reports  and  recomaaendations  to 
the  Director  on  fiscal  audits  and  exaiainations. 


The  following  comnBnts  are  made  to  further  clarify  functions  of  the  afore- 
mentioned Audit  Section: 
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To  audit  the  accounts  and  records 
of  the  Washington  Finance  and 
Accounts  Division  and  to  make  fiscal 
examinations  of  its  procedures* 

Fiscal  audits    perforraed  by  employees  of  this  section  are  of 
two  classes.    Periodic  fiscal  audits  are  made  of  the  'accounts 
maintained  in  Washington,    These  include  control  accounts  of  . 
the  entire  organization.    These  fiscal  audits  involve,  admin- 
istrative expense  accounts  and  program  accounts  relating  to 
regular  appropriations,  in  addition  to  special  fund  accounts 
and  special  loan  accounts  in  connection  with  Lend-Lease  activi- 
ties relating 'to  the  Federal  Surplus  Commodities  Corporation 
and  the  Gomitodity  Credit  Corporation.    As  a,  general  rule,  a 
fiscal  examination  is  made  at  the  time  the  periodic  fiscal 
audit  is  performed.    This  entails  work  in  connection  with  the 
voucher  review  activities,  cashier  and  pay  roll  activities, 
fiscal  collection  procedures  followed  by  the  Branches  and 
Divisions  of  the  Administration  in  handling  the  collection  of 
fees  and  charges  due  on  account  of  services  rendered  under  the 
cooperative  agreements.      Money  of  this  type  goes  into  e.  special 
trust  fund  for  pajrraent  of  salaries  and  expenses  of  certain  in- 
spection and  grading  activities.    The  examination  also  requires 
work  in  connection  with  other  activities  of  the  Administration 
as  they  may  relate  to  fiscal  activities.    It  may  be  revealed  in 
the  fiscal  audits  and  examinations  made  from  time  to  tiine  that 
certain  of  the  accoun'ljin';;^  s;/St0iTis  could  be  revised  or  abolished 
altogether,  or  procedures  and  pysG?n3  reiesigusQ  to  sieet  the 
current  volume  of  worl-::.    The  eiaplcvees  of  the  Audit  Gection 
have  the  responsibi]  it /  of.  reoc-:i'..c  xid j/f.g  chanj-'B^,    In  "performing 
a  fiscal  audit  and  ex.~:u:i nation  it  is  nocessary  for  the  auditors 
to  confer  vJith  represent  ax  ives  of  the  G'^'xice  of  .Bui^eet  and  Finance 
of  the  Department,  the  Treasury  Deparur.ient ,  the  Ie,'id--LeGse  Ad- 
ministration, the  General  Accounting  Offj.co,  and  such  other  agencies 
as  may  be  concsrnsdc     lb  is  understood,  of  course j  that  in  order  to 
perform  a  complete  fiscal  audit  of  the  Washington  office  of  the 
Finance  and  Acco^jnts  Division  it  is  necessary  to  reconcile 
certain  accoiants  maintvined  in  Washington  with  infon.iation 
developed  through  other  fiscal  audits  of  the  books  and  records 
performed  in  the  regional  offices  by  representatives  of  the 
Audit  and  Fiscal  Kcainination  Division.    The  nature  of  the  work 
of  the  Finance  and  Accounts  Division  rnd  the  importance  of  the 
Lend-Loaso  activities  make  it.  mcndatory  that  a  continuous  fiscal 
audit  be  riade«    This  is  done  with  the  thought  in  mind  that  ootiTpli- 
cations  may  be  kept  to  a  minim^jm  at  the  end  of  the  War  when  the 
Administration  is  called  upon  for  a  final  accounting.  '  Anyone 
having  knowledge  of  the  difficulties    encountered  at  the  close  of 
the  last  v/ar  will  appreciate  the  necessity  of  this  action. 
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To  supervise  the  audit  of  the  accounts 
and  records  and  the  fiscal  examination 
of  the  procedures  of  FDA  field  offices. 

In  the  handling  of  this  work  it  is  necessary  to  send  top-flight 
auditors  to  the  field  offices  for  the  purpose  of  conducting 
fiscal  audits  and  examinations.    Upon  arrival  in  one  of  the 
offices  the  Chief  of  the  Fiscal  Division  of  the  field  office 
details  personnel  to  the  top-flight  auditor  from  the  Audit  and 
Fiscal  Examination  Section  to  work  imder  his  immediate  super- 
vision during  the  course  of  the  audit.    As  indicated  by  a 
Regional  Director's  Office  chart,  a  Fiscal  Division  in  the 
field  is  made  up  of  the  Accounting,  Voucher  Review,  Cashier  and 
Pay  Roll,  and  Audit  and  Fiscal  Examination  Sections,    The  fiscal 
audit  and  examination  work  required  in  the  field  office  is  more 
extensive  than  that  of  the  Washington  office  of  the  Finance  and 
Accounts  Division  because  of  the  fact  that  most  of  the  FDA 
activities  are  ccrried  on  in  the  field,    A  continuous  fiscal 
audit  of  Lend-lease  activities  of  the  field  Fiscal  Division  vjill 
be  carried  on. 

The  voucher  revieiv  work  in  the  field  offices  is  one  of  the  largest 
of  the  fiscal  activities  and  requires  considerable  attention  and 
knowledge  of  existing  procedures  and  regiilations.     It  is  necessary 
ai'nong  other  things  for  the  auditors  to  observe  whether  or  not  the 
personnel  appears  to  be  too  technical  or  too  lax  in  applying  the 
procedures  and  regulations. 

To  conduct  cost  studies  to  determine  the 
legality  of  making  payments  of  public  funds 
under  obligations  connected  with  3Durchase, 
diversion  or  other  programs. 

Due  to  the  nature  of  certain  rirograras  administered  by  The  Food 
Distribution  Administration  for  which  "oayments  from  GrOvernr.Tent 
funds  are  involved,  complete  evidence  of  performance  with  the 
terms  of  contracts  or  agreements    cannot  be  established  except 
by  a  fiscal  audit  of  the  books  and  records  of  the  participating 
associations  or  commercial  concerns.    During  the  operation 
of  the  programs  claims  may  be  presented  and  certified  for 
payment  on  the  basis  of  available  evidence  submitted  with  .- 
the  claims,  and  at  the  close  of  the  program  fiscal  audits 
are  perfoimed  by  this  division  for  the  purpose  of  verifying 
figures  and  voucher  statements  on  which  certifications  were 
based.    Vouchers  covering  portions  of  aniovrnts  due  may  or  may 
not  be  withlield  pending  completion  of  the  fiscal  audits. 

It  is  believed  advisable  to  point  out  right  here  some  dif- 
ferences betv;een  the  cooperating  agency  fiscal  audits  and  the 
regulatory  audits  performed  by  auditors  in  the  Compliance 
Branch,  .  Any  fiscal  audits  performed  imder  the  supervision  of 
the  Audit  and  Fiscal  Examination  Division  are  in  connection 
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with  the  disbursement  of  Government  funds.    The  auditors  in  the 
Compliance  Branch  perform  audits  in  connection  with  activities 
where  no  fiscal  activities  or  disbursements  of  Government  funds 
are  involved.    As  a  general  rule  the  "Government  fund"  fiscal 
audits  are  more  detailed  then  the  average  audit  made  by  public 
accountants.    This  is  necessary  on  account  of  the  fact  that 
the  contracts  with  the  Government  call  for  certain  action  on 
the  part  of  the  contractors  or  cooperating  agencies,  and  before 
initial  payments  can  be  made  in  some,  cases  and  final  payments  in 
other  cases,  it  is  necessary  to  determine .through  the  books  and 
records  whether  or  not  the  terms  of  the  contract  have  been  met. 
Occasionally  complete  fiscal  cost  studies  of  the  operations  of 
some  agencies  or  contractors  are  made  by  employees  of  the  Audit 
and  Fiscal  Examination  Division  at  the  time  the  regular  balance 
sheet  audits  are  performed.    In  so  doing  it  may  require  the  time 
of  fiscal  auditors  for  several  days.    At  the  conclusion  of  the 
fiscal  audits  it  is  necessary  for  the  auditors  to  make  recommenda- 
tions in  connection  with  certain  of  the  contractors'  or  cooperating 
agencies*  activities  for  the  ensuing  year. 

In  other  cases  the  results  of  these  audits  determine  that  refunds 
are  due  the  Government,  either  through  provisions  incorporated  in 
the  contracts,  agreements,  or  through  misinformation  received  from 
these  agencies.    These  refunds  have  amounted  to  as  high  as  several 
hundred  thousand  dollars  collected  from  one  cooperative  agency  in 
connection  v/ith  one  program. 

It  further  may  be  necessary  to  point  out'  certain  information  to  the 
investigators  of  the  Compliance  Branch  for  possible  investigation. 
No  steps  are  taken  by  the  fiscal  auditors  to  perform  investigations, 
except  perhaps  jointly  with  an  investigator  and  then  only  because  of 
the  fact  that  the  fiscal  auditor  is  already  familiar  with  the  situa- 
tion requiring  investigation. 

Ordinarily  the  auditors  examine  the  accounting  systems  of  the 
agencies  for  the  purpose  of  determining  whether  or  not  neces- 
sary infoimation  can  be  furnished  vrtiich  will  determine  from  a 
fiscal  angle  if  the  terms  of  the  agreement  or  contract  have  been 
met.    If  the  system  is  not  adequate,  the  auditors  recommend 
records  necessary  to  permit  the  recording  of  the  additional 
information. 


Under  the  direction  of  the  Chief  of  the 
Division,  to  prepare  written  reports  and 
recommendations  to  the  Director  on  fiscal 
audits  and  examinations. 

This  statement  is  believed  to  be  self -explanatory'-  with  respect 
to  the  preparation  of  reports  covering  audits  made  by  the 
section. 


It  io  to  be  noted  that  the  Audit  and  Fiscal  Ez^^'-dnation  Sectiorns  in  ths 
field  porfoi-ni  Tincal  e.udits  vrithin  the  region  for  the  Kesioncl  ■.iroctor 
?.nd  in  connection  v.dth  thJ  activities  of  the  region.    The  l>.cf;i'.;:ial  .director 
has  charge  of  •these  auditors,  except  when  s^^.n  audit  of  his  office  is  porfomed. 
This  type  of  fiscal  audit,  of  couj-se,  is  conducted  directly  by  top-fli,";ht 
representatives  of  the  Washinr-fcon  office  of  the  Audit  cr.  :".  I'irj  cal  ^;:c.;.uiiirition 
Division.    It  is  believed  advisable  to  point  out  the  fact  th.:v'o  so:,:io  non- 
recurring fiscal  audits  are  perforraed  jointly  at  various  points  in  sorAc  re- 
gions by  Washington  auditors  and  regional  fiscal  off  ice  av.o.i-'cors  <,    The  re- 
curring fiscal  audits  for  the  region  are  perforraed  by,  !..u:'. iters  o:.;  the  regioir'.l 
office.    The  direction  of  the  program  vfork  ne cess itat in;:  th'^  fiscrfi  audit 
riay  or  nay  not  be  supervised  by  •'dhc  Regional  Director 'a  Oifico.  T.'.'.is 
depend,  of  course,  on  v/hether  or  not  the  particulrx  activity  Iv-s  boon  re- 
gionalized. 

To  review  all  detailed  reports  prepared  h-j 
the  .Y/ashington  Audit  Section  and  the  re- 
gional offices. 

Tl-iis  review  is  performed  for  t.Vo  purpose  of  dotennlnin    v/Iio thor  or  not  over- 
all fiscal  i.udit  procedures  and  policies  have  boon  follo'/'od  cjiO.  vhcthor  or 
.  not  good  judgraent  has  been  oxorcised  bjr  the  koyi-acn  in  i\ii"nisliing  that  pert 
of  the  procedure  necessary  to  r,icct  local  conditions. 

To  reviovf  new  fiscal  operational  raothods  in 
proposed  program  dockets,  and  to  develop  raid 
recoriinend  any  desirable  chang;cs. 

In  perforraing  work  of  this  typo  it  is  possible  f<«>r  the  section  to  i'Ocor.r;end 
chcngos  permitting  more  expeditious  payj.Tion'os  and  do  ci  ease  the  numb  or  of 
operations  and  fisca.1  papers  flowing  tlir-ough  tlu  Adi-'iinistration  -.dth  a  eon- 
sequent  decrease  in  cost  of  operations.     If  cc:a- orcial  books  and  rjoords 
fisco'J  audits  arc  involved,  the  fiscal  inI.''on-aation  b'jli  ^vod  to  b;-  necessary 
for  the  cooperating  agency  to  aceuraulato  uay  be  rcduc:  d  to  a  nininiUM  after 
the  docket  has  been  reviewed  by  soraeono  thorouphl^'-  familiar  -//ith  fiscal 
audit  requirements.    Experience  has  alr^i.-ady  tau,ght  i.iost  of  us  tlict  it  is  a 
lot  easier  to  revioY;  those  dock  ts  prior  to  tli:-,  tine  they  arc  put  into 
effect  and  keep  trouble  to  a  minimuju  ro.ther  then  try  to  straighten  out  the 
difficulties  encovurterod  after  tlae  progroju  hos     been  in  operation  for  a 
considerable  length  of  time. 

To  review,  and  where  appropriate,  to 
recommend'  changes  in  proposed  ace 
systei'is  and  voucher  review  proc:. d.u-.  i_i 
Washington  end  the  field. 

Any  accounting  procedures  and  syst.'ms  for  installation  in  lYashin-ton  end  in 
tho^ficld  may  be  revi.v/ed  b...fore  or  rfter  installation, by  the  Procedure  cjid 
Review  Section  of  thr  Audit  and  Fiscal  Br.c^aination  iJivieion.  It  ic  alr;o 
necessary  to  do  the  sam-  in  connect ien  vdth  any  erocwdure  rer  rdin;:  vouch ^^r 
review  or  other  fiscal  work,  in  ■'.■.Washington  and  in  the  field,  imy  interpre- 
tations placed  on  existing  laws,  r-.:.:uiatio:-j3 ,  an  ',  c  '.■•■^■.trative  rulin.frp  in 
the  form  of  instructions  ar^  also  handled  in  the  s;.., .       ;r.;:  .r. 
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To  prepare  periodic  s^juuaary  reports  on  the 
ro suite  of  fiscal  audits  and  exariinations  . 

Reports  of  this  type  are  prepared  for  the  ivianagcment  \7ith  roco:?i!iendations 
as  to  whether  or  not  certain  fiscal  procedures.  follov;ed  hy  the  Aiiiinistra- 
tion  as  a  v.^holo  should  be  iraprovod.    This  is  particularly  trx.ie  after  all 
Regional  fiscal  audits  have  boon  performed. 

Current  correspondence  and  discussions  with  Regional  Office  representatives  indi- 
cate that  there  is  very  little,  if  any,  r.iisundcrstandin:^  with  respect  to  the 
Washinp;ton  and  Fi^^ld  activities  of  the  Audit  and  Fiscal  Examination  Division. 
Hovrcvor,  in  order  to  preclude  the  possibility  of  ejiy  mi s undo rstcai dings  in  the 
future,  it  is  requested  that  jach  Regional  Fiscal  Division  Chief  have  the  head  of 
the  iiudit  and  Fiscal  Exaraination  Section  prepare  a  statement  of  underst:n.ding 
similar  to  the  one  covering  the  ■;[ashingt'"m.  Division.     It  should  reflect  the  general 
under stsoiding  of  the  Regional  Director's  office  also.     The  statements  for  all  of 
the  offices  will  be  revicwod,  from  a  national  level  o.ngle ,  by  the  Organization  end 
Procedure  Division  aiid  this  Division. 

The  Director's  statement  pertaining  to  .■,'ashington-"Regional  Relationships  issued 
under  date  of  September  16,  1945,  reads  in  part  as  follows; 


A  separate  m.emorandum  i-egarding  the  standards  end  ability  of  the  Audit  and  Fiscal 
Examination  Section  employees  will  be  issued  by  this  Division  in  the  very  near 
future . 


"4.     Does  the  branch  have  oiiy  rcsponsib 
and  ability  of  division,  personnel? 


ilitv  for  the  ch; 


aractei". 


"The  r.-.sponsibility  of  the  brcneh  with  respect  to  the 
selection  of  regional  division  pcrsonucl  extends  to 
the  joint  selection  by  the  branch   aid  the  l-i..;gional 
Director  of  Iccy  persen;icl   (ordinarily  the  Chief  end 
Assistant  Chief  of  the  ai  .' Il; ion) .    For  other  technical 
and  adiainistrativc  personnel,  the  branch  has  the 
responsibility  of  setting  standards  for  thj  character 
and  ability  of  the  persons  who  are  to  be  employed. 
These  steaidards  should'  be  furnished  the  Regional 
Director  and  the  Personnol  Division.     In  recruitment 
of  em.plo;^Tees ,  those  two  offices  should    attempt  to 
find  p;;rsonnel  who  can  meet  tho  requirements." 


Apprcvcu: 


Deputy  Di 


ii-cctor 


B~25 


